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SUBJECT: EXPORT CREDIT GENTLEMEN'S AGREEMENT - EC IMPASSE CONTINUE 
REE EC BRUSSELS 9410 

1. SUMMARY. THE EC EXPORT CREDIT WORKING GROUP MADE NO PROGRESS 
IN BREAKING ITS IMPASSE OVER THE PROPOSED GENTLEMEN'S AGREEMENT. 
FRANCE CONTINUES TO BE ISOLATED OVER ITS DESIRE TO LOWER THE 
MINIMUM INTEREST RATE TO BELOW 7 PERCENT IN SELECTED CASES. THE 
GROUP DID NOT TAKE UP THE POSSIBILITY THAT THE AGREEMENT MIGHT 
BE DISCUSSED AT THE SUMMIT AT RAMBOUILLET. A RECENT EC COURT OF 
JUSTICE OPINION MAY GIVE THE EC EXCLUSIVE JURISDICTION TO 
NEGOTIATE INTERNATIONAL EXPORT CREDIT AGREEMENTS. COMMISSION 
OFEICIALS SAY THAT THE COMMISSION WILL NOW ENDEAVOR TO TAKE 
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OVER THE CURRENT NEGOTIATIONS. END SUMMARY. 
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2. THE EC EXPORT CREDIT WORKING GROUP MEETING OE NOV 14 CONTINUED 
TO BE AT LOGGERHEADS OVER THE EXPORT CREDIT GENTLEMEN'S AGREEMENT. 
EIGHT MEMBER STATES PRESSED FOR AMINIMUM INTEREST RATE OF 7.5 
PERCENT FOR CREDITS OF 2-5 YEAR MATURITIES AND A SCALING UP OF 
RATES FOR LONGER MAURITIES. THE FRENCH REPRESENTATIVE, HOWEVER, 
ASKED FOR MINIMUM RATES BELOW 7 PERCENT FOR 2-5 YEAR MATURITIES. 
FRANCE ALSO SOUGHT TO INCLUDE IN THE AGREEMENT AN ALTERNATIVE 

OF EITHER EXTENDING THE MATURITY PERIOD OR LOWERING THE MINIMUM 
INTEREST RATE FOR LONGER TERM CREDITS. THE FRENCH REPRESENTATIVE 
WITHDREW HIS OCT PROPOSAL (SEE REFTEL) AND ESSENTIALLY RETREATED TO 
FRANCE'S EARLIER POSITION OF KEEPING THE MAXIMUM MATURITY 
PERIOD TO 10 YEARS. THE FRENCH PROPOSAL WAS REJECTED BY THE OTHERS. 

3. THE WORKING GROUP HAS NOW CONCLUDED THAT AN IMPASSE EXISTS. 

IT WILL TAKE UP ON DEC 18-19 A REPORT TO THE COMMITTEE OF 
PERMANENT REPRESENTATIVE THAT NO FURTHER PROGRESS CAN BE MADE. 

THE GROUP CONSEQUENTLY IS STILL NOT PREPARED TO RESPOND TO THE 
FOUR ALTERNATIVE PROPOSALS WHICH THE US PUT FORWARD IN JULY. 

NO REPRESENTATIVE STATED THAT THE AGREEMENT WOULD BE DISCUSSED AT 
THE RAMBOUILLET SUMMIT. 

4. IN A RELATED DEVELOPMENT, THE EC COURT OF JUSTICE DELIVERED 
AN OPINION ON NOV 1 1 THAT UNDER ARTICLE 1 13 OF THE TREATY THE 
COMMUNITY MAY HAVE EXCLUSIVE JURISDICTION IN EXPORT CREDIT 
LEGISLATION AND NEGOTIATION. THE COMMISSION HAS NOT YET HAD 
TIME TO OBTAIN A LEGAL INTERPRETATION OF THIS OPINION. THE RULING 
APPEARS TO PLACE EXPORT CREDIT MATTERS WITHIN THE AREA OF 
COMMON COMMERCIAL POLICY. COMMISSION OFFICIALS BELIEVE THE 
FRAMEWORK OF THE ONGOING GENTLEMEN'S AGREEMENT NEGOTIATIONS WILL 
BE CHANGED. INSTEAD OF THE MEMBER STATES COOPERATING UNDER THE EC 
UMBRELLA, THE COMMISSION NOW WILL NOW HAVE TO BE GIVEN THE ROLE 

OF NEGOTIATING IN THE NAME OF THE COMMUNITY. 

5. COMMISSION OFFICIALS SAY THEY PLAN TO MAKE THE GENTLEMEN'S 
AGREEMENT THE TEST CASE OF THE COURT OPINION. THEY WILL SEEK A 
MANDATE FROM THE EC COUNCIL TO NEGOTIATE AN "INTERNATIONAL 
AGREEMENT" ON EXPORT CREDITS. COMMISSION OFFICIALS SAY THAT 
EIGHT MEMBER STATES WOULD LIKELY SUPPORT SUCH A MANDATE. FRANCE 
MAY FIND IT MORE DIFFICULT TO BLOCK FURTHER NEGOTIATIONS BECAUSE 
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THIS WOULD NOT BE A METTER WITHIN THE EC COMPETENCE. 

6. COMMENT. IT IS TOO EARLY TO JUDGE THE SIGNIFICANCE OF THE 
COURT'S OPINION. THE MISSION WOULD PREFER TO WITHHOLD COMMENT 
UNTIL IT HAS CONSIDERED THE COMMISSION'S LEGAL INTERPRETATIONS 
OF THE RULING. MEMBER STATES HAVE VETOED COMMISSION PROPOSALS 
IN THE PAST AND AT THIS TIME WE SEE NO REASON WHY FRANCE OR 
ANOTHER MEMBER STATE MIGHT NOT VETO A MANDATE TO NEGOTIATE A 
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GENTLEMEN'S AGREEMENT. INDEED, SO EAR MOST OF THE MEMBER STATES 
HAVE PREEERRED TO NEGOTIATE IN A COOPERATIVE ERAMEWORK IN ORDER TO 
PRESERVE THEIR FLEXIBILITY. THUS, THE COMMISSION MAY NOT OBTAIN 
THE MEMBER STATE SUPPORT FOR A COUNCIL MANDATE THAT IT EXPECTS. 

END COMMENT. 

7. MRS ARCHIBALD OE THE COMMISSION WILL CARRY A COPY OF THE 
COURT'S OPINION TO WASHINGTON AND WILL BRING THIS UP DURING HER 
CONSULTATIONS ON NOV 17-19. GREENWALD 
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